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The'WashingtonConsensus'analysisandpoliciesarebeingdisputed
bothanalyticallyandfortheireffectiveness.Thispapersurveysfirstthe
debateon thedefinitionof the'WashingtonConsensus'vis-a-visits
apparentdevelopmentalshortcomings.Thenitsurveysthemajorareas
wherethe'WashingtonConsensus'i judgedasafailure(withparticular
emphasisonthecrisesofthe1990s).Inthenextpartitpresentsthemain
responsestothe'crisis'of the'WashingtonConsensus'.Itssupporters
arecategorisedin tre fundamentalistsandthereformistswhereasits
opponentsaredividedinthepost-WashingtonConsensusadherentsand
theMarxistcritics.It is arguedthattheMarxistperspectiveoffersa
superiorunderstandingandcritiqueofthe'WashingtonConsensus'.
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INTRODUCTION: THE DEBATE ABOUT THE DEFINITION
The term'WashingtonConsensus'was coinedin 1989by John
Williamson(Williamson(2004b)).It wasintroducedin aperiodwhen
theKeynesiandominanceineconomictheoryandpolicyhadcollapsed
-afterthemid-1970scrisisandKeynesianism'sapparentinabilityto
solveit-andneo-liberalism(promotedby theReaganandThatcher
administrationsin theUS andtheUK respectively)hadbecomethe
neworthodoxy.Williamson'saimwastocodifythatpartof theneo-
liberalanalysisandpolicyproposalswhichhavebecomecommonly
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acceptedwithinDevelopmentTheoryandparticularlyin thecirclesof
thebigdevelopmentalinstitutions(primarilytheIMF andtheWorld
Bank)seatedinWashington.In Williamson's(2000,p.254)ownwords
hiseffort'wasanattemptodistillwhichofthepolicyinitiativesthat
haveemanatedfromWashingtonduringtheyearsof conservative
ideologyhadwoninclusionin theintellectualmainstreamratherthan
beingcastasideonceRonaldReaganwasno longeron thepolitical
scene'.Thus, 'Washington'refersto the influential circlesand
institutionsbasedin Washington.And 'Consensus'referstothepart
ofneo-liberalpolicyprescriptionsthathadbeenwidelyaccepted.There
isanothergeographicaldimensionintheterm'WashingtonConsensus'.
Itspolicyprescriptionswereprimarilyissuedfor theLatinAmerican
economiesin the1990s,althoughtheysubsequentlyspreadtotherest
ofthedevelopingandlessdevelopedcountries.AgaininWilliamson's
(2000,p.251)own words, the termrefers'to the lowestcommon
denominatorof policyadvicebeingaddressedby theWashington-
basedinstitutionstoLatinAmericancountriesasof1989'.Williamson
(1990,2000,p.252-3)summarizesthesepolicyprescriptionsin ten
propositions:
(1) Theimpositionofjiscaldiscipline.
(2) Theredirectionfpublicexpenditureprioritiestowardsotherfields.
(3) Theintroductionoftaxreformsthatwouldlowermarginalrates
andbroadenthetaxbase.
(4) Theliberalizationftheinterestrate.
(5) A competitiveexchangerate.
(6) Theliberalizationfthetrade.
(7) Theliberalizationfinflowsofforeigndirectinvestment.
(8) Theprivatizationofstate-ownedeconomicenterprises.
(9) Thederegulationfeconomicactivities.
(10)Thecreationofasecurenvironmentforpropertyrights.
The theoreticalfoundationsof theseproposalscanbe easily
discerned.They are theusualanalysesadvancedby neo-liberal
economictheory.Economiesareih crisisbecauseof impedimentsto
thefreeoperationof themarket.The impedimentscamefromthe
overinflatedinterventionistKeynesianstateanditsexpansionaryand
redistributivepoliciesthatdeformmarketdataand signals.The
solution,accordingtotheneo-liberalmandra,wouldbethewithdrawal
ofthestatefromtheeconomyandthereinstatementoftheunhindered
operationofthemarket.Therefore,fiscaldisciplineshouldbeimposed
onpublicactivitiesandareturntothebalancedbudgets(asopposed
totheKeynesiandeficitandexpansionarybudgets).Thenowlimited
publicexpenditureshouldbedirectedtowardsfieldsthatcoveritscost
(possiblythroughtheimpositionof compensativepayments)and
wouldsupportprivateentrepreneurshipinsteadofpayingforpublic
worksandredistributivepolicies.Subsequently,thetaxsystemshould
bereformedsoasnottohithardbusinessprofitsandtheincomesof
theupperstrata,which were conceivedasthe locomotiveof the
economy.After all, thelimitedpublicexpenditurecando with less
taxes.Additionally,theoperationof thefinancialsystemshouldbe
liberatedfromthestategripandprerogativesandbelefttothefree
operationof themarketforces.Thus, the interestrateshouldbe
determinedmoreor lesscompetitively.Thewithdrawalof thestate
fromtheeconomyrequired,also,theprivatizationofall theactivities
andenterprisesthatwerestate-ownedanddirected,thelimitationtoa
minimumof all stateregulationsandadequateguaranteesthatthere
wont be any violations of propertyrights (as it had happened
previouslywithnationalisationsetc.).
With theadventof thesecond,generationf neo-liberaltheories,
whichemphasisedtheopeningof theeconomies,theprevioussetof
policyproposalswassupplementedwith threeothersthataimedto
theliberalisationofinternationaltrade,capitalmovementsandfinancial
activities.Thus,protectionistmeasureshadtobeabolishedandfree
trademovementsestablished.Also,thefreeinternationalmovement
of capitalinvestmentshadtobesecured.And, lastbutnottheleast,
internationalfinancialtransactionsand,primarily,theexchangerate
ofthecurrencyhadtobesetaccordingtomarketprerogativesandnot
bystatepolicies.
All theseideashadalreadybeenestablishedastheorthodoxyin
thedeveldpedcountriesinthe1980s.WhattheWashingtonConsensus
aimed to do was to introducethemin the developingand less
developedcountries.As Williamsonexplicitlystated,thereappeared
tobeasortofglobalapartheid,whichclaimedthatdevelopingcountries
camefromadifferentuniversewhichenabledthemtobenefitfrom(a)
inflation(soastoreaptheinflationtaxandboostinvestment);(b)a
leadingroleforthestatein initiatingindustrialization;and(c)import
substitution. The WashingtonConsensusaimed to break this
differentiation. .
Quitesoon,afteritsformaldeclaration,theWashingtonConsensus
cameundercriticismfrommanyquarters.Thesecriticismsemanated
frommainstreameconomics(Atkinson(1999b)Rodrik (1992,2002,
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2003)andparticularlyacurrentassociatedwiththeworkofJ.Stiglitz
(1998a,1998b)andalsofromMarxistPoliticalEconomy(Fine(2001a,
2001b,2002),Shaikh (2003,2004».An importantpoint in this
controversywas the very definition of the term 'Washington
Consensus'.Fornearlyall itscriticsthetermwassynonymouswith
neo-liberalismandablindfundamentalismofthemarket.
Williamson(1997,2000,2004a)madeafeebledefenceofhis term
arguingratherunconvincinglythatit wasnoti~his intentionsa so
closeidentificationofthetermwithneo-liberalism.Hemaintainedthat
hesimplycodifiedtheconsensusviewwithin thebig Washington
institutionsandhisconceptwasameretechnocraticformulationdevoid
of ideologicaland politicalmotivation.He also arguedthathis
'WashingtonConsensus'wasnotevenapolicyprescriptionbutsimply
a listofpolicyreforms;althoughheissympathetictotheformerview
andheacceptsthatatthetimeof theintroductionof thetermthese
two coincided(Williamson(2004a».However,he addedthathis
definitionmightbeproblematicnsomeaspectsandalsothathehimself
hadreservationsonsomeofthese.Forexample,inretrospect,hedoubts
whether Washington institutions unanimously favoured the
competitivelydeterminedexchangerateand therapidabolitionof
capitalcontrols.His reservationswith theWashingtonConsensus'
policieswerethattheirpovertyreductionpolicieshad to bemore
emphasizedandsophisticatedandthatagreateremphasishouldbe
putuponinstitutionsandtheirrole.
DespiteWilliamson'sargumentsit cannotbedenied-andevenhe
cannotrejectaltogether-thattheWashingtonConsensushasadefinite
ideologicalandpoliticalbackground:thatof theneo-conservative
policiesof the last quarterof the20thcentury.Furthermore,the
WashingtonConsensuscannotbedelegatedtoasimplesumofpolicy
proposals.It hasdefinitelyaspinalcolumnonthebasisofwhichthe
wholeedificehasbeenconstructed.This is implicitlyacceptedeven
byWilliamsonwhen,in manypapers,arguestl1atherearethreebig
ideasbehindtheWashingtonConsensus:macroeconomicdiscipline,
marketeconomyandopeningof theeconomy(atleastin respectof
trade and foreign direct investment).WashingtonConsensus'
macroeconomicdisciplineis of a particulartypeand hasspecific
prioritiesthatdifferentiateit fromothertypesof macroeconomic
orderlystateof affairs.It hascertainlynothingto do eitherwith
Keynesianmacroeconomicprerogativesorwith thoseof othermore
radicalperspectives.In almostallcasesit ledtoausteritybudgetsand
policiesthatfavouredthewealthierandworsenthepositionof the
lowerstrata.Thesameholdsforthepushtowardsamarketeconomy
andtheopeningoftheeconomy.Thefirststemsfromaneoconservative
conceptionoftheeconomicroleofthestateandofitsallegedinability
to manageproperlytheeconomy.Thesecondhasthesameorigins
complimentedwith thesimplisticbeliefthatit will lead.to increased
competitionandthusconsumerswill in theendbebetteroff.As itwill
beshownin thenextchapter,thesehadthesamenegativeeffectsas
the first big idea.In this sense,theWashingtonConsensusis a
perspectivethatdictateda policyprescription.Indeed,under its
auspices,numerousreformprogramswereimposed-w'illinglyor
unwillingly-onlessdevelopedordevelopingcountries.
The controversyaboutthedefinitionestablishedrightfully a
meaningfortheterm.Theactualcontentofatermis notgivenbythe
intentionsofitsfoundersbutbythebroadersocio-politicalenvironment
and thepracticaloutcomesof thepoliciesdictatedby theterm.On
thesegrounds,it is overwhelminglyclearthat.inthe1980sand1990s
therepredominatedin officialcirclesa currentthatconsideredasits
maintasktheabolitionof thestate-rundevelopmentpoliciesandthe
restorationof thefreeoperationofthemarketdisregardingcostsand
specialfeaturesofthedevelopingeconomies.Thiscurrentwasclearly
associatedwithneo-liberaltheoryandtheWashingtonConsensuswas
itsarmin thefieldof Developmenttheoryandpolicy.Consequently,
thediscussionof theconceptcannotbeconstrainedto thelimited
agendaofissuesthatitscreatorproposedbutmustencompassitswhole
spectrumof theoryandapplications.Williamson(2002)himselfsoon
concededtheargumentacceptingthat,fromthetimethattheterm
becamepublic property,its meaningis beingset by the wider
perceptionaboutit.Therefore,hedeclaredthatthereisnomeaningin
strugglingfor thecontentof thetermandcalledforanissue-by-issue
discussionof theproposedpolicies.
WASHINGTON CONSESUSAND ITS CONSEQUENSES
Besidesthecontroversyonitsdefinition,thereis alsoaheateddebate
onwhethertheWashingtonConsensuspromotedthedevelopmentof
developingandlessdevelopedeconomiesor not.Todaythereis a
widespreadperceptionthatit failedand thatit led to crisesand
impoverishment.It would notbeunfairto statethatthetermtruly
carriesabadreputation.Thisis acceptedevenbyitsdefendersas,for
example,by Naim (2002)who acknowledgedthattheWashington
Consensusisa'damagedbrandname'.Criticismsandtheconcomitant
bad reputationdo notstemonly fromtheoreticaland ideological
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oppositiontotheWashingtonConsensusbut,mostofall,fromaseries
ofpersistingproblemsandcrisesthatare,rightlyorwrongly,associated
withit.
Increasein Poverty,InabilitytoCatch-upandSocialUpheavals
After thefirst yearsof implementationof WashingtonConsensus
policiesandreformstherewasa growingsense,amongfriendsand
foes,thatit faileditspromises.Morespecifically,fromthelate1990s
andonwards,theWashingtonConsensuswasfacingmajordifficulties
regardinganumberofissues,whichwerenotincludedin itsdeclared
objectivesbutarecrucialforthedevelopmentprocess.Itwascriticized
for failingtoorganizea 'humanface'adjustmentprocessand,thus,
forcausingsocialupheavals.Additionally,it wascriticizedforfailing
todeliversignificantadvancesinperformance,letalonedevelopment.
Severalstudiesarguedthatitspoliciesled toanincreasein poverty
and inequalitybothbetweendevelopedand developingand less
developedeconomiesand within themselves.Additionally, the
apparentinabilityofdevelopingandlessdevelopedeconomiestocatch-
up thelevelofgrowthofthedevelopedonesand,in manycases,the
increaseof thegapbetweenthemwereattributedalsotothepolicies
instigatedby theWashingtonConsensus.
Thefirstcriticism,'adjustmentwithahumanface',touchedupon
themanycaseswherereformsdictatedbytheWashingtonConsensus
hadled to abruptchangesanda disruptionof socialcohesion.The
imperativesof theWashingtonConsensus'policieswere usually
implementedinatechnocraticmanner,disregardingsocialandpolitical
complexities.This,in return,createdmajorprob.1emsandledtosocial
andpoliticalupheaval.Thiswasparticularlytruein casesof'shock
treatment'reforms.
Theaforementionedcriticismwasalsocloselylinkedtothesecond
one,Le. theinabilityto exhibitan unambiguouslybettereconomic
performanceand to promotedevelopment.Issuesof poverty,the
environment,andofwomen'sposition,hadbeenoverlookedrawing
criticismoverboththedesirabilityand theefficacyof adjustment
policies.Of alltheseissuesofparticularimportancecametobetherise
in inequalityandpoverty(seeAtkinson(1999a».
For almostall critics,WashingtonConsensus'inabilitytoaddress
issuesof povertyandinequalitylaysin itsanalyticalperspective.The
WashingtonConsensusheldtheviewthatpovertyandinequalitywere
problemsof a secondaryorder,whichmoreor lesswouldhavebeen
alleviatedoncethemarketwas freeto operateundisturbedby the
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impedimentsofineffectivestateintervention.I particular,itwasthought
thatif thedomesticmarketswhereliberatedfromanyimpediments,
thenthefreeoperationofcapital,domestically,butmainlyinternationally
will provideallthestimulationandtheefficiencynecessaryforfeasible
development(seeKozul-Wright& Rayment(2004».
Againstthismarket-fundamentalistpresumption,mostofthecritics
pointoutthatduringthelasttwentyyearsofthe20thcenturyafterthe
implementationof WashingtonConsensus'policiesand structural
changestherewasa markedincreaseof povertyandinequality(see
Chossudovsky(1997».Criticscomingfrom theMarxist Political
Economystreamattributethisupsurgeto theclassnatureof the
WashingtonConsensus,Le. thatit is a setof policiesthatpromotes
capitalistinterestsandmoreovertheinterestsofbigimperialistpowers.
Somemainstreamcriticsarguethatadvocatesof theWashington
Consensusconfrontonlytheso-called'traditionalcauses'ofinequality
(suchaslandconcentration,dominanceofnaturalresources,imequal
accesstoeducation,andurbanbias(inpricingpolicies,allocationof
publicexpenditureandinvestmentandsoon».Forthem,whilesuch
traditionalfactorswere clearlyresponsiblefor the high-income
concentrationobservedinthe1950sthrough1970sandtheirpersistence
ata highlevelin thesubsequenttwodecades,theycannot(withthe
possibleexception,insomeregions,ofeducationalinequality)explain
thewidespreadsurgeininequalityobservedoverthepasttwentyyears
oftheWashingtonConsensus.Instead,several'new'factors- suchas
technologicalchangeswith 'newtechnologies'generatinga demand
forskillsandanearningsdistributionmoreskewedthantheemanating
'old technologies'- havehad morerelevanceto therecentrisein
inequality.Thiscritiquemightbepertinentbutit isbeyonddoubtthat
theWashingtonConsensuscannotaddresseventhe'traditionalcaUSes'
of inequality.
1JteCrisesof the1990s
Theproblemsmentionedabovewerebroughtforwardandemphasized
in themid-1990saftera seriesof crisesin thedevelopingworld:the
1994-5Mexican'Tequila'crisis,the1997Asiancrisis,the1997-9Russian
'Vodka'crisis,the1998Braziliancrisisandfinallythe2000Argentinean
crisis.In allthesecases,theWashingtonConsensuspolicyprescriptions
wereblamedsincethesecriseshappenedwhilethesecountrieswere
implementing-itspoliciesandstructuralreforms.A commonfeature
ofallthesecasesisthattheyendedupasexchangeratecrises.However,
it is alsotruethatea.chcasehaditsownspecificcharacteristics.
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In thefirstcase,Mexico,theproblemswerecausedbytheattempt
toopentheeconomyandintroducefinancialiberalisation.Thisledto
thecollapseof thepesoandthedefaultof theMexicandebt.In the
Asiancasethecrisiswascausedby theattemptsto conformto an
internationalenvironmenta-laWashingtonConsensusandatthesame
time to reform their internal structureaway from the Asian
developmentalmodel and towards theWashingtonConsensus
prescriptions.Thecrisistookagaintheformohn exchangeratecrisis
andledtoabruptabandonmentofthesereforms.TheRussiancaseis
differentsinceit stemsfromthetransitionprocesstowardsa market
economy.Shockadjustmentpolicies,theopeningoftheeconomyand
its increasedfinancializationmadeit vulnerabletocontagioneffects
of theAsian crisis.This causedthecollapseof thestockmarket,
subsequentdevaluationsof theroubleandfinallythesuspensionof
itsconvertibility.In theBraziliancasetheattempttoir1troducefinancial
liberalisationbackfired.The imposition of fiscal discipline by
redirectingpublicexpendituretowardsotherfieldsandthereformof
thetaxsystemtowardsWashingtonConsensustandardsdemolished
theBrazilianfiscalandtaxsystem.Thisledtoanexchangeratecrisis
again.Finally,theArgentineancaseencompassesall thefeaturesof
theWashingtonConsensusprescription.It beganwith anambitious
planofbudget,tradeandmonetaryreformandquitesoonproceeded
toacurrencyboard,Le.thepeggingofthepesototheUS dollaronan
one-to-onebasis.Thesereformscreatedseriousproblemsin the
economyandledtothebiggestsovereigndefaultin modernhistory.
A closerlook to eachof thesecaseswill enlightentheinherent
problemsof theWashingtonConsensusprescriptionsandthecauses
ofitsbadreputation. .
The1994-5MexicanpesocrisiscouldbeclassifiedasaBalanceof
Paymentscrisis.Therapidliberalizationof domesticmarketscaused
importsto grow muchmorerapidlythanexports.Tightmonetary
policytoreduceinflationproducedhighinterestrates,whichattracted
foreigncapitalinflowstoderegulatedandliberalizedomesticfinancial
markets,whichfinancedthetradegap.It wasattemptedtointroduce
competitivexchangerates,whic:tlimpliedthatdomesticinterestrates
hadtobeliberalised.Butthiscausedtherealappreciationofthepeso,
whichworsenedfurtherthetradebalanceby turningrelativeprices
againstexports.Thecapitalinflowsalsoencouragedimportgrowthas
foreignborrowingalloweddomesticbanksto competefor domestic
marketsharebylendingtohouseholdstofinanceconsumptionandto
arrangeforeignexchangeloanstodomesticbusinessatinternational
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interestrates.TheresultwascontinuallyincreasingMexicanpayments
deficit,alongwithrecordincreasesinbank'snon-performingloans,a
fallinprivatesavingsandlowdomesticinvestment,withslowgrowth
andrisingunemploymentaccompanyingafall in therateof inflation
anda governmentbudgetsurplus.In February1994,theincreaseof
USinterestratesledtowithdrawalofinvestorsand,thus,tothecollapse
ofthepeso(Le.theinabilitytokeepitspegtothedollar)andfinallyto
the.defaultof theMexicandept.However,thecrisiswould have
occurredirrespectivelyof thereversalofUS interestratepolicysince
therealappreciationofthepesowouldeventuallyhavecollidedwith
theincreasingexternaldeficit,andMexicowouldhaveexperienced
anexchangeratecrisisthatwouldhavebeenaggravatedbyadomestic
financialcrisisdue to bad bankloansto householdsand foreign
currencyexposureofbusinessclients.
The Asian crisisof 1997hasbeenvery different.Most of the
countriesengulfedinit(Thailand,Korea,Taiwan,Singapore,Inqonesia
andtoa certainextentMalaysia)hadnomacroeconomicimbalances.
Yet,therewasadiscernibletendencytowardsdeteriorationi foreign
accountcausedby a fall-offin therapidgrowthof exportsin most
countries.But,thiswascausednotbychangesin whathaduntilthat
timebeensuccessfulinternalstabilizationpolicy(followingtheAsian
developmentalmodel), but ratherby changesin the external
environment( owardsWashingtonConsensustandards),overwhich
theyhadlittlecontrolandtherewerefewpolicyresponsesavailable.
This is a characteristicof the world of increased economic
interdependenceandfreeglobalcapitalflows.Thus,unlikeMexico,it
is impossibletoarguethatexcessivedomesticbanklendingandreal
exchangerateappreciationled to a consumptionandimportboom
whicheventuallycreatedanexpandingforeigndeficitthatspeculators
recognisedas unsustainablesinceboth the real exchangerate
appreciationsandtheincreasedomesticbanklendingoccurredwell
afterthebeginningofthedeclinein tradebalancesandtheincreasein
foreignbanklending.Rather,theprocessappearsto havebeenthe
opposite.It wastherisein short-termbankinflowsandthedeclinein
thedevelopedcountries'demandin thepresenceof liberalizationof
domesticfinancialmarketsthatled tothedeteriorationin thetrade
balance,whichwasthenfurtheraggravatedbydollarappreciationand
rapiddomesticreditexpansion.It is forthisreasonthatthecrisiswas
nota foreignexchangecrisiscausedbya paymentsimbalance,since
therewasno clearevidencethatexchangerateswereinappropriate.
Reserveswereextremelylarge,externalbalancesweremovingin the
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rightdirectionandofficialinternationalagencyassessmentsof country
fU!ldamentalssuggestedthattheexternalpositionswere sustainable
atexistingexchangerates.
In theRussian caseof 1997-9thecrisis followed a differentpath.
Followingthecollapseof the SovietUnion, a transitionprocessto a
market economy was initiated. Policiesof shock adjustment to a
liberalised, privatised and open economyw:ere systematically
employed. The result was the tremendous transfer of wealth and
resourcesto a handful of previouslyunknown foreigncapitalistsand
to groups of previous managers.On the other hand the Russian
economyshrank considerablyand largesegmentsof the population
were impoverished. The opening and the financialisation of the
economybrought foreign investorsto theRussianstockmarketboth
for easyhefty returnsand in orderto diversify theirportfolios.When
the Asian crisis occurredin 1997many of themwithdraw from the
Russian marketin order to coverlossesin Asia whiletheIMF made
thesamemistakeit madein Asia, i.e.pressingtheRussiangovernment
togofurthertotheliberalisationof theeconomytowardsWashington
Consensusstandards.Thus, in June 18th1998it delayeda$670million
trancheof a loan to Russia.After that theRussiangovernment
succumbedto the IMF demandsand increasedland taxes.Although
the IMF releasedthe loan and also gavean additional one,political
and social tensions (e.g. a miners' strike) scared investors, who
withdrew for a secondtimefrom theRussianmarket.This ultimately
ledtothefall of severalgovernmentsand,despiteinitialrefusals,to
subsequentbig devaluationsof the rouble forcing- in the end - the
suspensionof itsconvertibility.
In thecaseof Brazilthewholeaffairwasbornoutof theneoliberal
fixationwith hyperinflationwhich existedbut,contrarytootherLatin
American economies,was not creatingsignificant problems as the
foreignaccountwasnotexcessivelyimbalanced,theexchangeratewas
not overvalued,netpublic debtasa shareof GDP was declining,and
while low from historicalperspective,its growthratewas on average
aboveothereconomiesin theregion.Following theneo-liberalmandras
activefiscalpolicyandthemonetarycontrolwereabandonedandhigh
realinterestrateswereusedin ordertostemhyperinflation.However,
this reinforcedhyperinflationby causing:
. a direct increase in the costs of capitalsincetherewas no long-
termcapitalmarket,
. an increasein thegovernmentdeficit,sincetheoutstanding
debtwasdirectlylinkedtoshort-termrates.
. anincreasein therateof inflationthroughtheimpactoncapital
costsandonthefiscalimbalance.
The reinforced inflation spiralled into indexed inertial
hyperinflation,andimpededthefulldevelopmentofprivatelong-term
capitalmarkets.Thuswhenpoliciesof marketliberalizationwere
introducedaccordingtotheWashingtonConsensusprescriptions- to
replacethe systemof.governmentdirecteddevelopmentfinancing-
therewasnoprivatesectormarketstructureavailabletotakeitsplace.
Thefinancialsystemoperatedasarentieron thefloat createdby the
adjustmentlagsin theindexingsystemof financialcontracts.Indeed,
therewas hardly any long-termbusinessfinancingto be done.Only
the Statecontinuedto invest in any appreciablemagnitudeand this
peculiarlyBrazilian characteristicof efficient state financing of
investmentwas under increasingattackfrom therapid deterioration
of governmentfinancesand the neo-liberalpush towardsincreased
liberalisation.Then theRealplanwas introduced,which was in many
respectsimilartoearlierreformplans(e.g.de-indexingofwagesand
prices,usingthenominalexchangerateastheanchorforpricestability).
Nonetheless,interestratescontinuedto bethemajorinstrumentof
economicpolicy.Itsimplementationhadasaconsequencethereversal
of the exchangeratepolicyof thepreviousperiodfrommaintaining
competitivenessthroughdevaluationtomaintainingcompetitiveness
by creatingpressureondomesticproducersfromforeignimports.Since
it was difficult for domesticproducerstoadjusttheircostsrapidly;the
realappreciationof theRealproducedagrowingpaymentsimbalance
in thenewcontextof liberalisedforeigntrade.The foreigncapital
inflows thatmatchedthegrowingtradeimbalancealsohad animpact
on fiscal conditions,sincetheCentralBankadopteda policy of
sterilizationof inflowsinordertoprotectitsinflation-fightingmonetary
policy.As result,thecontinuedrelianceonhighinterestratesreinforced
the imbalances on the foreign and domestic (fiscal) accountsand
reversedtheeconomyfrom one of inertialinflationto tendential
deflation.This ultimatelyled to anexchangeratecrisis.
Notwithstanding,theArgentineanis themostcharacteristicof all
thecrisescausedby theWashingtonConsensusprescriptionsand,at
thesametime,themostsevereone.Argentinais thecountrythatmost
enthusiasticallyembracedtheeconomicmodelpromotedby theIMF
and the U.S. Treasury: market liberalization, opening to foreign
investment(particularlyforeigndirectinvestment)andareducedrole
forthestatein thedirectproductionof goodsandservices,butalsoas
a promoterof development.As such,foralmosta decadeArgentina
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waspromotedasa modelshowcasetill December2001whenit fell
dramaticallyfromgrace.All startedin 1991,whenthefinanceminister
DomingoCavalho,undertheauspicesof theIMF, introducedhis
budget,tradeandmonetaryreformplan.Thiswasaseriesofeconomic
shocks,followedby thesubsequentintroductionof acurrencyboard,
whichhadasitsprimaryaimtofighthyperinflationandtostabilize
theeconomyfollowingthestandardssetbytheWa~hingtonConsensus.
Thebalancingof thebudgetwasachievedfirst,throughextensive
privatisations,tax reforms,cuts in stateexpenditure,etc.The
achievementof fiscaldisciplinewas immediatelyfollowedby the
tighteningofmonetarypolicy,whichallowedfortheintroductionof
themostrevolutionaryofallthereforms,acurrencyboardlinkingthe
domesticurrency,theArgentineanpesoona 1:1basistothedollar.
Theintroductionof thisparityaimedatanchoringpermanently
Argentine'sI;IlonetarypolicytotheUS, in orderto maketheformer
morecrediblebothdomesticallyandinternationallywith regardto
thestabilizationof theeconomyandpermanentpricestability.It was
oneofthefirstdollarisationexperiments.However,thelinkageofthe
pesototheUS dollarandconsequentlydirectlytotheUS monetary
policy,meantthattheArgentineanmonetarypolicyhad to adjust
towardstheneedsandaimsof theAmericaninterestratepolicy.As
theArgentineaninterestrateshadtofollowtheUS interestratesin
ordertokeeptheparityofthepesotothedollar,thisputtremendous
pressureonthedomesticeconomy.Asaresult,exportsfelldramatically
whileimportsincreased,businessdefaultsincreased,unemployment
increased,governmenttaxrevenuefelldramatically,anda domestic
debt-deflationprocessstartedaffectingthebankingsystemand
increasingdependenceonexternalcapitalflowsin ordertokeepthe
currencyboard.Theprocessendedby theendof 2001,whentwo
interrelatedeventsacceleratedthecrisis.Firstly,on 6 November,
Argentina'ssovereigncreditratingwasdowngradedto 'sovereign
default',followingthedecisionof PresidentFernandoDelaRua's
governmenttocarryoutadistressedebtexchange.Thisresultedina
panickyrun on banks,whichculminatedin depositsdecreasingby
US$1.8billiononthesingledayof30November.On3December,the
DelaRuagovernmentimposeda freezeonbankdepositsknownas
the'corralito'('littlefence').Thisseverelylimitedtheamountofmoney
thatcouldbewithdrawnfrombanksaccounts,andtrappedmany
people'savingsin failingbanks.On5December,theIMF announced
thatit was suspendingloansto ArgentinabecausetheDe la Rua
governmenthadfailedto meetconditionsonpublic-spendingcuts,
andrefusedtodisburseascheduled$1.3billionSpecialDrawingRights
trancheneededtopaydebtobligationsandto supportthecurrency
peg.
Thecombinationfthesetwoeventsledtoaprocessthatbrought
theArgentineaneconomic,politicalandsocialsystemtothebrinkof
meltdown,crystallizinga longer-termprocessof crisis.Widespread
politicalunresteruptedasaresult,andon20December,astheprotests
intensified,De la Rua resigned.Argentinathenwentthroughfive
nominalheadsof statein tendays.Duringthispoliticalturmoil,the
dollar-pesoparitywasabandonedandArgentinadefaultedonitsdebt
of aboutUS$150billion.Thecountrywideprotestsdiminishedafter
thefallof DelaRua,butdiscontenthassimmeredon,particularlyas
the economyhas goneinto free fall. The Argentineaneconomy
contracteddramatically,with GDP falling by a record16%and
manufacturingoutputfallingbyalmost20%inthefirstquarterof2002,
andindustrialproductionin generalby 17%duringthefirstseven
monthsof 2002.Thecurrencycollapsedtoaboutonequarterof its
originalvalue,andinflationhasspiralled.Unemploymenthassoared,
publicserviceshavedisintegrated,schoolshaveclosed,and state
pensionsandpublicsectorworkers'salarieshavegoneunpaid.
Williamson«2004b)p.6,(2004a)p.11-12)makesanunconvincing
atte~pttodivorcehisdefinitionof theWashingtonConsensusfrom
theArgentineanfiasco.Althoughepraisestherestof theCavalho
reforms(andindeedCavalhohimself)hedisavows(a)theimposition
ofafixedexchap.geratewhichbecameovervaluedand,(b)thelackof
anorderlyfiscalsystemwhichmadeimpossibletheuseofthesurpluses
of theboomyearsin ordertobringdownthedebt/GDPratio.Both
argumentsareweak.
Thecurrencyboardwasthewaytorapidlycontrolhyperinflation.
Otherwiseamoresmoothprocesswouldhavebeenadopted.Theshock
adjustmentwaschosenbecauseotherwisethewholeprocessmightbe
derailed.Thecurrencypegtodollarwashailedasaboldnewattempt
topushevenfurther,morerapidlyandbeyondthepointofreturnthe
WashingtonConsensusprescriptions.In this way the pesowas
supposedtoacquiremorecredibilityandsincethisothercurrencywas
thedominantinternationalcurrency,toreflectheoperationofanopen
liberalisedeconomy.Thus,theexchangeratewouldbecompetitively
determinedwithoutanystateinterventionor old 'Latinstratagems'
(Le.thesilentdevaluationof thecurrencyin ordertoacquiretrade
competitiveness).ThUs,itssubsequentdisavowalsoundsasexpost
sophistry.On theotherhand,thefiscalsystemandtheindebtnessof
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theArgentineaneconomygotoutofcontrolnotbecauseofthelackof
fiscalorderorahighdebt/GDPratiobutexactlybecauseoftheattempt
toimposeinternalmacroeconomic'discipline'andexternalopenness
almostautomaticallythroughthecurrencyboard.
FRIENDS AND FOES OF THE WASHINGTON CONSESUS
Threebroadstreamscanbediscernedregardingtheevaluationofthe
WashingtonConsensus.Thefirststreamencenipassesits defenders
andsupports,criticallyoruncritically,itslegacy.Thesecondonestems
alsofromneoclassicaleconomictheorybut assessesnegativelythe
impactof theWashingtonConsensusandalsodisputespartof its
analyticalframework.Thissecondstreamis associatedwith thepost-
WashingtonConsensusargument.Finally,thereis a third stream
comingfromMarxistanaRadicalPoliticalEconomythatnotonly
assessesnegativelytheimpactof theWashingtonConsensusbutalso
adherestoacompletelyoppositeanalyticalandideologicalperspective.
ReformistsandFundamentalists
Thesupportersof theWashingtonConsensusaresubdividedin two
camps.Thefirstonecomprisesofthefundamentalistshatarguethat
thefailuresof theWashingtonConsensusweretheresultof faulty
implementationandreluctantreformers(e.g.Krueger(2000),Franco
(1999».Thesec.ondcamparguesthatthereshouldbe'areformof the
reforms',i.e.thatdespiteWashingtonConsensusmeritsit isnecessary
areappraisalofitsagenda(e.g.Kuczynski&Williamson(2003),ECLAC
(1995),Ffrench-Davis(2000».
For thefundamentalistsboththeneo-liberalcharacterand the
policyprescriptionsarecorrect.Whatwentwrongisthewaytheywere
applied.Thus,in pushingthroughthereformscarefulconsideration
hastobegiventostatecapacity,bureaucraticconstraintsandagency
problems.Issuesofeffectivegovernanceandeven'second-bestoptions'
havetobetakenintoaccount.Thereis,however,anewelementhat
creepsin theirdefenceoftheWashingtonConsensus.Byfocusingon
theseissues,theyhavetopayattentiontotheroleof theinstitutions;
anelementratheralientothepureversionsoftheneo-liberalapproach.
However,agrowingmajorityof theadherentstotheWashington
Consensusrecognizesthatitsproblemsaremuchmoreseriousthan
simplyimplementationerrors.This approachhasbeenenforcedby
internaldisagreementswithinmainstreameconomics.Thepoorrecord
oftheWashingtonConsensushascausedsignificanturieasinesswithin
themainstream~whichculminated,fromthemid-1990sandonwards,
toaseriesofcritiques(e.g.Fisher(2003),Krugman(1990),Rodrik(1992),
Sachs(1987».For thesecriticstheoriginalversionis toorigid (by
disregarding intermediatepositions betweenthe extremes9f
indiscriminateliberalizationandarbitraryinterventionism)andjumps
to policy recommendationsbC/sedsimplyon themaximizationof
liberalization.Thus,a searchfor a reformistversionbegan.Several
versions of this have beenproposed('reform of the reforms',
'augmentedWashingtonConsensus'etc.).Williamson(2003,p.237)
himselfledthisprocessbyacknowledgingthattheresultsofevenhis
definitionof theWashingtonConsensushavebeendisappointingfor
threemainreasons:
(1) As provedby theseriesof crises,theWashingtonConsensus
didnotemphasizedcrisisavoidance.Additionally,it is guilty
forrecklessenthusiasmforcapitalaccountliberalization.
(2) Thereformswereincomplete,particularlyregardingthelabour
marketwhere dualism persisted.Also fiscal reform did
eliminatebudgetdeficitsbutdidnotforesawtocreateingood
timessurplusesasabufferforbadtimeswhendeficitspending
is required.Additionally,therewasadisregardfor reformof
institutionsandgoodgovernance.
(3) Theobjectivesof thereformswerenarrow(simplytorestore
. growth)withoutconcernforemployment,incomedistribution,
povertyandothersocialissues.
However,he arguesthatthesefailuresdo not necessitatethe
abandonmentof theWashingtonConsensus,nor givingsocialism
anotherchanceorintroducingindustrialpolicyorclosingtheeconomy.
ForWilliamson(2003,p.330),thewayforwardistoliberalisethelabour
marketbutin acivilizedway,toimproveincomedistributionandto
recognizetheroleof institutions.Heevenplaysdownthedifferences
withthepost-WashingtonConsensuscriticsbyarguingthattheirsole
differenceis thatthelatterpresentsitsagenda sarepudiationofthe
WC whereashe arguesfor its continuationand reform.Similarly,
Williamson(2004a,p.1)applauds- withminor.corrections- Rodrik's
(2002)AugmentedWashingtonConsensus,despitethelatter'sexplicit
rejectionof its fea~ibility(seeRodrik(2002,p.1).Rodrikhasargued
thatintheendofthe1990semergedarevisedversionoftheWashington
Consensus,whichaugmentstheinitialagendawiththefollowingitems:
(1) Corporategovernance
(2) Anti-corruption
(3) Flexiblelabormarkets
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(4) WTO agreements
(5) Financialcodesandstandards
(6) 'Prudent'capital-accountopening
(7) Non-intermediateexchangerateregimes
(8) Independentcentralbanks/inflationtargeting
(9) Socialsafetynets
(10)Targetedpovertyreduction
In asimilarvein,Ffrench-Davis(2000)andECLAC (1995)offera
mixedaccountoftheimpactofWashingtonConsensusreformsonLatin
Americaneconomiesandarguefortheneedofa'reformoftherefonns'.
For them,theinitialreformsimposedmacroeconomicdisciplineon
localauthorities,defeatedhyperinflation,improvedbudgetbalances
andfiscalsavingsandpromotedexports.On theotherhand,new
imbalanceswerecaused(particularlyregardingtheexternalsector),
policies were too rigid and could not adapt to changesin the
macroeconomyandsocialdimensionswereneglected,thuscausingsocialclashes.
To a largeextenthereformistsattemptodroptheovertlyneo-
liberalcharacteroftheWashingtonConsensusbyattackingneo-liberal
fundamentalismand arguingfor a practicalpolicy-orientedebate
ratherthanideologicalandgeneral-theoreticalontroversies.Theyalso
emphasizetheroleofinstitutions-whichisashyaliastothestate-and
theimportanceof socialissues(suchaspovertyandequity).They,
therefore,concur-settingasideindividualgrievances-withaspectsof
thepost-WashingtonConsensusthesisalthoughthey,usually,rejectthelabel.
with theWashingtonConsensus,wherethestateis not seenas a
correctivepower. It contrastsalsowith the old Keynesianbig
governmentpolicies.TheearlyKeynesianoppositiontotheWashington
Consensushas oftenacceptedthelatter'stermsof debate,Le. to
counterposethestateandthemarketandtofavourstateintervention
whetheringettingpriceswrong,pickingwinners,orguidingtheprivate
sectorthroughpublicexpenditure.Onthecontrary,forStiglitz(1998a,
p.25)therecannotbea returntooldKeynesianpoliciesbutthestate
mustfocusexclusivelyonwhathecallsfundamentals,Le.economic
policies,appropriateregulation,industrialpolicy,socialprotection,
basiceducation,health,infrastructure,law andorder,environmental
protection.For him thequestionis notwhetherthestateshouldor
shouldnotbeinvolved,butratherthequestionof how it shouldbe
involved.His mainargumentis thatthestateis notanti-marketforce
butacomplementaryone.
On this alternativeanalyticalapproacharebasedthe 'New
DevelopmentEconomics'(Nobel(2001»andthepost-Washington
Consensus,whichemphasisehistoryandinstitutions.Throughthe
emphasisoninstitutionsit attemptstobringthesocialdimensionback
intotheanalysisasthemeansofaddressing,andpotentiallycorrecting,
marketimperfections.It alsoaImsto differentiateitself from old
Keynesianstatism.
For Stiglitz(1994,1998a,1998b)theWashingtonConsensusfails
becausethesimpleliberalizationofmarketsdoesnotsufficefortheir
normaloperation,particularlyin thedevelopingcountries.The
existenceof informationasymmetries,thatpreventmarketsfrom
allocatingresourcesefficiently,andthelackofcompleteandefficient
institutionalsystemstomitigatetheseasymmetriesarethecausesof
this failure.Thus, developmentpolicyshouldnot aimonly to the
marketsbutalsoto theinstitutions.In a sense,thepost-Washington
Consensusharesthesameagendawithitspredecessorbutwithsome
crucialmodifications.Theremovalof theconstraintsandcontrolson
themarketsandtheinternationalcapitalmobilityandprivatizations
shouldbedonethroughasmoothandgradualprocessandbytaking
intoaccounthespecifichistoricalandsocialsituations.Essentialpart
ofthisprocessisthecreationofnewinstitutionalregulatoryframeworks
thatcanguide,correctandcontrolthemarket.Moreover,moreroomis
allowedfordiscretionaryandactivepolicies.Ontopofallthese,Stiglitz
rejectstheWashingtonConsensusmonisticfocusonfightinginflation
andputspriorityonthestabilizationofoutputandthepromotionof
long-rungrowth(througheducation,transferoftechnologyandseveral
Post-WashingtonConsensus:A CritiquefromWithin
Thepost-WashingtonConsensusthesis,launchedin 1998byJoseph
Stiglitz,is themostambitiousattemptto resolvetheWashington
Consensusproblems,from within mainstreameconomics.What
distinguishesit fromothermainstreamcritiquesof theWashington
Consensusis thatit is sharplycriticalof thelatterandthatit is based
onadifferentiatedanalyticalapproach,the'economicsofinformation'.
ForStiglitz(1989),thereis noperfectinformation,astheneoclassical
mainstreamposits.mstead,informationalasymmetriesexistwhich
allow for transactioncostsand marketimperfections.Thus, the
definitionofmarketimperfectionsi broadenedandtheargumentfor
stateinterventiontomitigatethemisreinforced.Thiscontrastsdirectly
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otherchannelsthatarebeingneglectedbytheWashingtonConsensus).
Finally,heemphasizestheroleof thefinancialsystem(the'brain'of
theeconomy)and arguesthattheaimshouldnotbe a liberalized
financialsystembutaproperlyregulatedandefficientone.
The Radical Critique: Capitalism'sStructuralProblemsand the
DevelopingCountries .
Thereis alsoa moreradicalcritiqueofboththeWashingtonandthe
post-WashingtonConsensusescomingfrom theMarxistPolitical
Economy.This approachfollowsa differentanalyticalcourseby
focusingonsocialclassesandthestrugglebetweenthemratherthan
onmaximisingindividuals(asbothConsensusesdo).In thiscontext
theWashingtonConsensusis avehiclefor theexertionof imperialist
dominanceby thedevelopedcapitalisteconomies(andprimarilythe
US)overthedevelopingandlessdevelopedcountries.Itssetofpolicies
advancesthespecificinterestsofthese conomies,whicharesimilarly
advancedwith theso-calledglobalisation.
Thus, Shaikh (2003,2004)disputesthat tradeand financial
liberalisationpromotesdevelopment,asboththeWashingtonandthe
post-WashingtonConsensus(morequalified)believe.Empirically,the
nowdevelopedeconomieshave,inthepast,systematicallyusedactivist
andprotectionisttradeandfinancialpoliciesin orderto attaintheir
presentstatusand,in manycases,theyfollowthemeventoday.Also,
asevenmainstreamersaccept(e.g.Rodrik (2001),p.7),it hasbeen
proventhatliberalisationpoliciesdonotleadtohighergrowthrates.
Thus,thepressurethepressuretoliberalisefavo~sthedevelopedover
thedevelopingby prohibitingfor thelattertofollowthepathof the
former.Shaikh,also,showsthattheseill-guidedpoliciesstemfrom
theerroneousorthodox'theoryof comparativecosts'andheargues
that an approachbasedon theclassicaltheoryof 'competitive
advantage'is bothanalyticallyandempiricallysuperior.
Similarly,Fine (2001a,2001b,2002)criticisestheWashington
Consensus for consciously neglecting crucial aspectsof the
developmentprocessin orderto pushtheneo-liberalreformsthat
promotethe interestsof domina.ntcapitalisteconomies.He also
criticises the post-WashingtonConsensusfor not being a true
alternativeto its predecessorandfor,ultimatelysharingthesame
analyticalandpolicyagenda.Despiteits vociferousopposition,it
actuallysharesthesameanalyticalfoundations,namelymethodological
individualism,with theadditionallyflavourof theemphasison
informationalsymmetries.Thisreductionismtoindividualbehaviour,
evenwhensupplementedwith anemphasison institutions,cannot
graspthesocialdimensionandmoreoverclassandpowerrelations.
Furthermore,despiteagainStiglitz'snewfoundfocuson history,it
cannot grasp the qualitative dimensionsof developmentand
particularlyitsnatureasatransitionfromonestageofdevelopmentto
anotherandreducesit tothearrangementsrequiredfordealingwith
marketimperfections.Finally,FinearguesthatbothConsensusesare
partofthesame'imperialist'attemptbyorthodoxeconomicstocolonise
fields(suchasEconomicDevelopmenttheory),whichhavehitherto
remainno-goareas.
On policyissues,Marxisteconomistsarguethatmarkets,instead
ofpromotingstabilityandequality,arepotentialdestabilisersandthat
freecompetitioni creasespovertyandinequality.Thisholdsespecially
forfinancialiberalisationandinternationalcapitalmobility,which-
astheexperienceofthe1990sreconfirmed-increasedomesticfinancial
fragi,lityand triggerbalanceof paymentscrises.Additionally,
financialisationdrainsresourcesthatmighthavefosteredthegrowth
of productionandemploymentandincreasesunproductivelythe
returnsof financialintermediaries.Finally,theyclaimthatunbridled
competitionleadstotheconcentrationa dcentralisationofcapitaland,
thus,tothecreationof nationalandinternationalmonopolies,which
imposetheirinterestson thepoorerstrataand thelessdeveloped
economies.Ultimately,this processleadsto growingdivergence
betweeneconomies,contrarytotheorthodoxbeliefs.In terinsof the
domesticeconomy,theWashingtonConsensus'policiesleadtoadverse
incomedistribution,sincetheyputtheonusonthepoorerstrataand
theysystematicallyerodeworkers'bargainingpower(viagreaterwage
flexibility,reducedregulationandminimumwages).Adverseincome
distributionworsensevenmorewithprivatisations(thatmakemore
costly the provision of utilities) and the erosionof the state's
redistributiverole(throughregressivechangesintaxationsystemsand
thecurtailmentofpublicexpenditure).
For the radical critiquetheway forward for the developing
countries is neither the Washingtonnor the post-Washington
Consensus.Instead,anotherdevelopmentalmodelisrequiredinwhich
thestatemusthaveanexplicitlyactiverolein promotingtradeand
industrialpoliciesandpositiveincomeredistribution.Moreover,these
newstateeconomicfunctionsshouldbedemocraticallyaccountable
andbasedonpopularmovements.Suchanalternativedevelopmental
strategywou~dnecessarilyhave to strive againsthegemonical
internationaleconomicrelations.
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In thebeginningof the21"1centurytheWashingtonConsensusis,
nominallyatleast,dead.However,thewayforwardisfarfromobvious.
Fromal<mg-runpointofviewtheworldeconomyisstilllivingin
theaftermathofthe1973structuralcrisis.Thefactthatsincethenalmost
all thecrucialmacroeconomicvariablesexhibita'ratherdismalrecord
is tantamounttothat.Thiscrisisendedthepreviousmodusoperandi
ofcapitalismandcalledforanewarchitectureofthesystem.Fromthe
perspectiveofMarxistPoliticalEconomy,thiswasnotasimpleperiodic
overaccumulationcrisis,butitsstructuralcharacterhadtodowiththe
exhaustionof thecoreelements(relationbetweenpaidandunpaid
labourtime,productionandcirculationprocesses,ocialandpolitical
edificeetc.).The firstsystemicattempto overcomeit followedthe
prescriptionsofthetheneconomicorthodoxy,Le.Keynesianism.Thus,
conservativeKeynesianpolicieswereemployed.Theirmainfeature
wasthattheyregardedthecrisissimplyasanunderconsumptionone
andattemptedtosolveitviaacontradictoryreinforcementofdemand.
In particular,theyresortedtoausteritymeasures(wherethecurtailof
anywageincreasesreducedworkers'incomeandthelabourcostand
promotedprofitability)andstatepolicies(taxcutting,stateordersand
subsidies)thatsupportedcapitalistconsumptionand thedemand
betweencapitalistenterprises,Thesepoliciesfailed,in thelong-run,
becausetheyweakenedintra-capitalistcompetition,thusdeterringthe
destructionof lesscompetitivecapitals.
Then followed theneo-conservativecurrents,first with their
national(monetarism)and thenwith theirinternationalised(neo-
liberalism)version.Someoftheirmainfeaturesweretheemphasison
thesupply-side,thepermissiontocompetitiontoworkunhindered,
thewithdrawalof thestatefromtheeconomyandalsoits opening.
Thewithdrawalofthestateformeconomicactivitiescreatednewspaces
for capitalistprofitability throughtheprivatisations(seldomat
basementprices).Itcurtailedalsotheabilityoftheworkingandpopular
classestopressforconcessionsandeconomicbenefits.Togetherwith
theliberalisationof internalandexternalmarkets,it appliedin all
markets(including the labour marketand for this reasonneo-
conservatism'sattackonworkers'positionwasmuchmoreseverethan
thatof conservativeKeynesianism)rulesof strictcompetition.These
permittedthefull applicationoftheclearingforceofcompetition(the
survivalof thefittest)-withlimitedabilityof thestateto adulterate
thisprocess-asa meansof overcomingthecrisis.The Washington
Consensusi thebrainchildofthesecurrentsinthefieldofDevelopment
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theoryandpolicy.As suchit hassimilarmeritsbutalsosuffersfrom
similardeficiencieswith its developedcountries'blueprints.It has
sustainedcapitalistprofitabilityinthemid-runbyprovidingnewareas
forinvestment,reducinglabourwageandnon-wagecostsandclearing
theeconomyfromunviableindividualcapitals.Ontheotherhand,by
overemphasisingtheroleofcompetitionit fall tothenaivebeliefthat
simplythespontaneousactionof individualcapitalswill sufficeto
returnthecapitalisteconomytoanother'goldenera'ofaccumulation.
However,thereexistsignificantcontradictionsbetweenindividualand
collectivecapitalistinterestsandforthisreasontheroleofthestate,as
a 'collectivecapitalist',is necessary.Furthermore,thewidth andthe
depthofthecapitalistrestructuringrequiredtosurpassthestructural
crisisnecessitatesmuchmorethanthespontaneousactionofthemarket
forces.Thisisanothereasonwhythestateisrequiredasacommanding
centre,whichwill guide,motivateandcorrecthemarket.
Theseinabilitieslie at theheartof thefailuresof neo-liberalism
andoftheWashingtonConsensus.Tantamounttothatis therenewed
emphasis-eitherbyitssupportersorbyitsmainstreamcritics-onthe
role of institutions.For thesereasonsbothneo-liberalismand the
WashingtonConsensusarevirtuallydatedinthebeginningofthe21"1
centuryandthesearchbeganfortheirsuccessors.Social-liberalisttrends
appearassuchasuccessorandthepost-WashingtonConsensusispart
of them.Theirmaintrustis thattheyrepresenta rupturewithinthe
continuumof neo-liberalism.Theybuiltuponits successesbutalso
strive to correctits deficiencies.Thus a new role for the state-
headquarteris researchedand also,in the facepf serioussocial
upheavals,a moresophisticatedformofattacksonandcompromises
withtheworkingclassandtheotherpopularclasses.
However,thisnewemergingorthodoxyhasits own deficiencies
and,in thecasesofthepost-WashingtonConsensus,theradicalcritiq!le
is veryaccurateon that.In analyticalterms,its critiqueagainsthe
WashingtonConsensuscorrectlypinpointsitsnon-socialcharacterand
itsinabilitytograspthesocia-politicaldimensionsofthedevelopment
process.However,thisdefectcannotberepairedbysimplyaddinga
rolefor thestateandtheinstitutionstocombatmarketimperfections
causedby informationalasymmetriesandconceivedonthebasisof
methodologicalindividualism.Thesodo-politicaldimensionsofthe
developmentproblemarefarwider,cannotbegraspedproperlyeven
by 'socialised'versionsof methodologicalindividualismandrequire
moreradical and rigorousinstrumentsthan simple institution-
building.In a sense,wheretheWashingtonConsensuscreates(or
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expands)markets-and in somecaseswhere this cannot be done it
createsquasi-marketsby imposingprivate-sectormodesofoperation-
thepost-WashingtonConsensusattemptstocreatequasi-societiesas
complementsto the markets.It neglectsthat it is social and class
intereststhatcreateinstitutionalframeworksandrules-and som.etimes
evenmarkets.Furthermore,the division in differentsocial and class
interests is not the result of more or less fleeting informational
asymmetriesbutofmorefundamentalanddeep-rootedsocio-political
factors.For all thesereasonsand despite the valiant critique of its
proponentagainstitspredecessor,it seemsthatthemostthatthepost-
Washington Consensuscan offeris a compromisewith the former.
This is probably bound to produce similar dismal results with the
WashingtonConsensusregardingthedevelopmentprocess.The only
areawhereit mayhavea limitedsuccessis in a formof gatopardismo-
toborrowfromLucinoViscodi'sfamousfilm:everythingin thesystem
has tobechangedin order for thesystemtoremainunchanged.
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